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portion of the savings from land rent and interest on money
lending, or what may be broadly termed "feudal" incomes, is
channelled into productive investments; a large part of these in-
comes is immobilized into hoarding and frittered away in feudal
conspicuous consumption.
The essence of the preceding argument may be summarised
thus : although per capita income in India is low, the possible rate
of savings does not have to be significantly lower than in the deve-
loped countries, for the proportion of the saving-generating income,
of gross property income, in both cases is approximately the
same. The low rate of productive investment in India may, there-
fore, be explained, not by a reference to the low average income,
but by the preponderance of "feudal" income (in property income),
which in the main is sterile at present for furthering economic
development. The obstacle to a higher rate of productive invest-
ment in India in 1950-51 should, thus, be ascribed not to a theore-
tically assumed.low capacity to save, but to an existing inability to
mobilize economically the rate of possible savings.
HI
It will be of some interest to see how the distribution of the national
income is affected by taxation. In order to be precise, it is neces-
sary to have a detailed breakdown of the incidence of direct taxes
on the major components of the national income. Without claim-
ing a great degree of precision, a working approach to the problem
is outlined below.
Direct taxes. Of the Rs. 231 crores of direct taxes, Rs. 52 crores
was land revenue. About half of this was paid by the rent-receivers
and the other half by the owner cultivators. As far as the taxes
on income are concerned, one can safely consider the income of the
self-employed and wages as not being subject to direct income tax.
From a breakdown of the income tax returns for 1950-51, it ap-
pears that income tax amounttog to about Rs. 7 crores was col-
lected on salaries amounting to Rs. 105 crores. The rest of the tax
could be assigned to the gross income from property (excluding
"feudal" income).23 The disposable income, including savings,
28 Although money lending incomes are subject to income tax, it is most un-
likely that, due to the absence of revelation of the exact volume of lending,
or the rate of interest charged thereon, income tax is really paid on any signi-
ficant portion of them.

